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Abstract

It is generally accepted that the country!s economic
growth depends on numerous factors. Amoung the most significant
factors, however, are the increase of national saving rate and
the ﬁrocess by which theése savings are invested in various
efficlent projects with expected high rates of return. The
government, through the Ministry of Finance; has recognized
the importance of this matter as witnessed in Announcement 58
of the Revolutionary Party which has established certain
system and standards for finance companies to observe so that
these companies will be similarily standardized and academic-~
ally qualified. The observance, of these companies will be
useful and convenient for controling saving and credit
allowance which, in turn, will be beneficial to economic
development, internal trade, and foreign lnvestments.

This thesis is a study of the operations by which finance
companies provide credits for automobile hire purchase. At

present, since the hire purchase business of finance companies
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has widely been enlarged, and the value of hire purchased
assets totals about 3,000 million baht of which 90 % or 2,700
million bahts is in automobile, This study then wishes to
present the role of finance companies on national saving, and
provision of public communication and transportation. the
thesis also studies the role of government regulations to
control the operation of finance companies, especially on
automobile hire purchase and sources of fund of these companies,
in order to protect the dunterests of their consumers. The
chapter also investigates consideration to provide credits
under both the companies' and the Government's control. The
findings will be used as guidelines for companies regarding
automobile hire purchase, as guldelines for executives
concerning supervision of the working process, as guldelines
for the government to be able to have a thorough and watertight
ébntrol’bf this kind of business, and as guidelines for company
comsumers

Chapter 1-eéxamines, general, aspects -of-finance companies.
The chapter discusses the development of Thailand's financial
institutions from the<past - upito the present. At (the beginning
of'the devélopment there existed only commercial banks. Later,
the security exchange business, as one financial institution,
was created, and the lastest financial institution to be
established was "finance companies" which have been growing
up rapidly. The function of finance companies has been to pool

a large amount of fund from public savings and, in turn, has
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been able to use this fund to provide benefits widely for the
public. Consequently, the government, through the Ministry of
Finance, has to adopt some measures to control the operations
of finance companies. This is implemented in Announcement 58
of the Revolutionary Party which stipulates clearly the scope,
functions, and operation of finance companies together with
security companies, sincé the law allows finance companies to
carry out their security business upon permission, there have
then been several finance companies registered'élso as
security companies.

In addition, the Bank of Thailand has set the form of
balance sheet for finance companies (form F.C.1 or F.5.C.1 if
that finance company is also a security company) with expla-
nations of accounts in balance sheet. There is also a form of
financial statement designed by the ministry of Commerce. In
all, each financial institution is expected to present finan-
cial statement with details enough, to be controled and with
identical accounts. convenient for. the Bank of. Thaliland and
other interested organizations to collect data.;At last, the
chapter points out the differences between thebusiness of
hire purchase and that of instalment.

Chapter 3 analyzes sources of ‘fund used to support the
operation of finance companies and good and bad points of some
sources of fund. The chapter discusses various alternatives
by which this fund can be made profitable.

Chapter 4 investigates the decision-making process to

provide credit for automobile hire purchase of finance
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companies, The chapter describes kinds and categories of
automobiles which are hire purchaseable, and consideration

of authorities to grant credit to certain customers. Each
finance company has settled criteria and means to assess each
request for credit. The author himself tries to compile all
principles lnvented by finance company executives in order to
shed light on experiences, concepts, and policies in credit
providing of finance companies in general., Thereafter, the
author mentions automobile hire purchase contact, guarantee
contact with finance company, payment to the automobile dealer,
automobile insurance, and the chapter concludes by referring
to the tranferrence of hire purchase contact right, and
transferrence of ownership iIn various aspects which show that
the hire purchaser has completely owned that car.

Chapter 5 probes the criteria used to collect money
efficiently. The automobile hire purchase business normally
has to confront a problem of collecting instalments. Every
finance company{must have assystemptopfollowsup closely,
quickly and correctly the payment of the purchaser. This
chapter discusses debt collection: inrseguence in jorder to
de&onstrate that a finance company is established to help
and improve the standard of living of the people rather than
to seek only benefits. In ail, however, a company has to pay
attention to creditors and those who invest with the company.

Chapter 6 examines the general accounting system of

finance companies which handle automobile hire purchase
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business., The chapter mentions task allocations of the
accounting section, accounting systems which are normally
divided into financial accounting and managerial accounting,
(the latter by analyzing in more details the figures) and
financial statements and supporting statements.,

Chapter 7 discusses problems and their solutions of
finance companies. These.problems consist of general problems
and of critical problemsy and of controlable and uncontrolable
problems. Further, the ghapter investigates possible loopholes
of this kind of business should there not be adequately
watertight superintendence.

Chapter 8 is the eonclusion. The Chapter points out the
pros and cons of financing business regarding automobile hire
purchase which effect national economy and society, individuals
privately and publiely, and also discusses - the main defects
of this kind of business that should be remedied.

This thesis is written from the pratical basis of one
finance company“which has run this business of credit
provision for automobile hire. purchase for consecutively 16
years, andthas gradually improved its own worklng process.
Meanwhile, however, the company has encountered almost
every sort of problem and has found effective solutions.

The thesis also gathers a lot of data from other finance
companies established later which run like-wise the same kind
of business. The author then hopes that this thesis will

prove useful to those who will or are investing in a finance
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company either in the form of shareholding or promissory note,
to those who want to use the service of these finance
companies, and to the general public which is interested in

learning about the operating process of this kind of business.,
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